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Argentine Stand-By Arrangement with the Fund 


The Government of Argentina has entered into a 
one-year, $100 million stand-by arrangement with the 
International Monetary Fund as a means of carrying 
forward its program of economic stabilization. The 
arrangement with the Fund is to be supplemented by 
additional credits which the Argentine Government is 
negotiating in other quarters. 

Argentina recently paid $32.5 million in gold to the 
Fund in fulfilling conditions for an increase in its Fund 
quota from $150 million to $280 million. As the new 
stand-by arrangement goes into effect, Argentina’s out- 
standing drawings from the Fund total $117.5 million, 
of which $75 million was drawn in 1957 and $42.5 
million under a stand-by arrangement announced in 
December 1958. These drawings were made in U.S. 
dollars. The Argentine Government has indicated that, 
if any drawings are made under the new arrangement, 
it will request that approximately 50 per cent of the 


IBRD Loans 


Loan to Iranian Development Bank 

The International Bank for Reconstruction and De- 
velopment has entered into a formal agreement to lend 
$5.2 million to the new Industrial and Mining Devel- 
opment Bank of Iran (IMDBI), which has been formed 
by private investors from Iran, the United States, the 
United Kingdom, France, Belgium, Germany, Holland, 
and Italy. In August 1959, the World Bank had 
announced that it would make a loan of $5.2 million to 
the IMDBI after it had been established (see this News 
Survey, Vol. XII, p. 58). The IMDBI was registered 
under Iranian law on October 12, 1959 and com- 
menced business the following day. 

The IMDBI is the sixth development corporation 
established to promote the growth of private industry 
which has received financial assistance from the World 
Bank. The others are the Industrial Development Bank 
of Turkey, $17.7 million; the Development Bank of 
Ethiopia, $2 million; the Industrial Credit and Invest- 
ment Corporation of India, $20 million; the Pakistan 
Industrial Credit and Investment Corporation, $14.2 
million; and the Austrian Investment Credit Corpora- 
tion, $18.3 million. 

Loan for Pakistan Railways 


The International Bank for Reconstruction and 
Development on November 30 made a loan equivalent 
to $12.5 million to Pakistan, to assist in financing an 


amounts drawn be made available in U.S. dollars and 
the rest in European currencies. 

Since the beginning of this year, the Argentine Gov- 
ernment has succeeded in reducing inflationary pres- 
sures and in strengthening the country’s reserve position. 
To accomplish this, it removed subsidies and price 
controls, reduced government spending, adopted a single 
fluctuating exchange rate in place of a complex multiple 
rate structure, and took steps to encourage foreign 
investment and the revival of the local capital market. 
This program will be continued in 1960 and will be 
accompanied by a greater liberalization of the country’s 
foreign trade and payments. The stand-by arrangement 
with the Fund will provide general balance of payments 
support and will help the Government to maintain an 
orderly foreign exchange system. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., December 2, 1959. 


interim program for the rehabilitation, improvement, 
and expansion of the railways. The interim program is 
designed to meet the minimum requirements of the 
railways pending the formulation of a program of rail- 
way development to be carried out during the period 
of Pakistan’s Second Five-Year Plan, to begin July 1, 
1960. 

The Netherlands Trading Society (Amsterdam), 
Manufacturers Trust Company, and Irving Trust Com- 
pany are participating in the loan, without the World 
Bank’s guarantee, for a total amount equivalent to 
$949,000. This represents the first two maturities and 
part of the third, falling due between May 15, 1963 and 
May 15, 1964. The Netherlands Trading Society’s 
participation is in guilders, which are freely convertible. 

The total cost of the interim program is estimated at 
the equivalent of $71 million, of which $40 million will 
be required in foreign exchange. The Bank’s loan of 
$12.5 million will be used to procure rolling stock, 
signaling equipment, and track materials. In accord- 
ance with their general policy, the railways will obtain 
the goods to be financed by the Bank through interna- 
tional competitive bidding. Additional foreign exchange 
for the railway program is being provided by a $22 
million loan recently approved by the U.S. Development 
Loan Fund. 

The Bank’s loan is for a term of 15 years and bears 
interest of 6 per cent, including the 1 per cent commis- 
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sion which is allocated to the Bank’s Special Reserve. 
Amortization will begin May 15, 1963. 

The Bank has now made 12 loans, totaling $151.4 
million, in Pakistan. In 1952 and 1957, loans in 
amounts equivalent to $27.2 million and $31 million, 
respectively, were made for improvement of the rail- 
ways. The other loans were for electric power expan- 
sion in Karachi, a pulp and paper plant, rehabilitation 
of the port of Karachi, a natural gas pipeline, agricul- 
tural machinery, and the development of private in- 
dustry. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., November 23 and 30, 1959. 


U.S. Development Loan Fund Agreements 

The signing of an agreement under which the U.S. 
Development Loan Fund (DLF) will lend $5.3 million 
to Ecuador was announced on November 6. The funds 
will be used for the construction of a road between 
Quito and Quevedo. 

It was announced on November 12 that an agree- 
ment had been signed whereby the DLF will lend 
$700,000 to the Modern Industries Corporation, S.A.., 
a privately owned Syrian firm, to help establish a new 
worsted textile plant in Damascus. The loan proposal 
is the first received by the DLF from the United Arab 
Republic. 

The signing of a DLF agreement to lend $5.2 million 
to the Industrial and Mining Development Bank of Iran 
was announced on November 19. A loan of an equal 
amount has been agreed by the International Bank for 
Reconstruction and Development (see page 181). 

The DLF announced on November 25 the signing 
of an agreement whereby $9 million will be loaned to 
the Government of Yugoslavia. The funds will assist in 
establishing a thermal power plant in southern Serbia. 
Sources: Development Loan Fund, Press Releases, 

Washington, D.C., November 6, 12, 19, and 
25, 1959. 


Extension of GATT Membership 


It was announced on November 16, during the Fif- 
teenth Session of the General Agreement on Tariffs and 
Trade (GATT) in Tokyo, that two thirds of the con- 
tracting parties to the GATT had accepted the Declara- 
tion on Relations between Yugoslavia and the Con- 
TRACTING PARTIES and that the Declaration had thus 
entered into force (see this News Survey, Vol. XI, 
p. 374). 

On November 12, the CONTRACTING PARTIES agreed 
to the request of the Government of Tunisia for pro- 
visional accession to the General Agreement, and 
Tunisia was invited to participate forthwith in the work 
of the CONTRACTING PARTIES. 


A Declaration on relations between contracting 
parties and Poland was opened for acceptance on 
November 10. The Declaration states that Poland and 
the parties to the Declaration, being guided by the 
objectives of the GATT, desire to extend their trade 
on the basis of mutual advantage in trading relations 
and opportunities. Under the Declaration, the Con- 
TRACTING PARTIES will review annually the develop- 
ment of trading relations with Poland. It will come 
into force when it has been accepted by two thirds 
of the contracting parties, and Poland will then be 
invited to participate in the GATT. 

It was also announced during the Tokyo Session that 
the Government of Argentina was actively considering 
the possibility of its admission into the GATT. 


Sources: GATT Press Releases, Tokyo, Japan, No- 
vember 12 and 21, 1959. 


Europe 


U.K. Parliamentary Debate on Radcliffe Report 


In moving a resolution in the House of Commons 
“That this House takes note of the report of the Com- 
mittee on the Working of the Monetary System” (see 
this News Survey, Vol. XII, pp. 73-76), the Chancellor 
of the Exchequer, Mr. Heathcoat Amory, said that, 
while there are advantages in making more explicit the 
understanding that monetary policy must fall within the 
orbit of general economic policy and that the Govern- 
ment must bear the ultimate responsibility, it is equally 
important that current monetary operations within the 
limits of government policy, and at all times in consulta- 
tion with the Government, should continue to lie, and 
be seen to lie, with the Bank of England. There is no 
disadvantage in it being made perfectly clear that a 
change in the bank rate is made with the approval of 
the Chancellor of the Exchequer; but there is also a 
great advantage that, when the bank rate is changed, 
there should be a general knowledge, in the United 
Kingdom and throughout the world, that the change is 
not only approved by the Chancellor but is also advo- 
cated by the Bank of England. That advantage would 
be lost if the Radcliffe Committee’s proposal of a statu- 
tory direction by the Chancellor for every change in 
the bank rate were to be adopted. Mr. Amory proposed 
instead that in future when, following the customary 
informal discussions between the Governor of the Bank 
of England and the Chancellor, a change in the bank 
rate is agreed to be desirable, the Governor would make 
a formal written proposal to the Chancellor on the day 
before that on which the change is to be made, and the 
Chancellor would convey his formal approval in writing 
on the same day. That approval would cover both the 
change itself and the continuance of the bank rate at 
the new level until such time as a new change takes 
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place. On the day on which the change is to be made, 
the Governor would report to the Court of the Bank 
the action taken under the standing authority that has 
been delegated to him. The final decision would be 
made in the name of the Bank and announced forthwith 
in the usual way, with a statement that the decision has 
the Chancellor’s approval. These arrangements might 
have to be varied in exceptional circumstances; they did 
not and could not derogate from the power of the 
Treasury to give a direction to the Bank under the 
Bank of England Act. That power remains for use in 
the last resort, if ever, as is not expected, the Chan- 
cellor should fail to reach agreement with the Bank 
by the normal procedure of consultation. 

The Radcliffe Committee’s proposal to set up a stand- 
ing committee under the chairmanship of the Chan- 
cellor, with members from the Bank of England, the 
Treasury, and the Board of Trade to advise the authori- 
ties in all matters relating to the coordination of mone- 
tary policy as a whole, was rejected by Mr. Amory. 
He said that the objective of a more continuous coordi- 
nation of monetary policy with economic policy gen- 
erally, and particularly with fiscal policy, could best be 
achieved by arranging for the Bank to be permanently 
represented on the various official committees by which 
economic policy is already formulated and advice to 
Ministers coordinated, and proposed that in future the 
Bank should be associated with these committees as a 
full member. 

The Radcliffe Report had recommended that the 
Exchequer should be prepared to provide long-term 
capital through the Public Works Loan Board at the 
gilt-edged rate to any local authority which could not or 
did not wish to raise money in the market on its own 
credit. Mr. Amory pointed out that, since 1955, local 
authorities have been able to finance an increasing part 
of their requirements without recourse to the Treasury, 
and he maintained that a real distinction could be drawn 
between their position and that of the nationalized indus- 
tries whose requirements have been met since 1956 by 
Exchequer advances. He therefore had concluded that 
no change should be made in the present system in 
respect of local authorities. They will be encouraged to 
continue to borrow in the market on their own credit 
and the Public Works Loan Board will lend to them 
only if it is satisfied that they would not borrow in the 
market. 

Mr. Amory said that the Radcliffe Report’s pro- 
posals for the extraction and publication of information 
from government and Bank of England records would 
be implemented whenever these would not be contrary 
to the public interest. The Government also intends to 
invite representative organizations of local authorities 
and the main groups of financial institutions to discuss 


the best methods of collecting fuller and more up-to- 
date information on the financial position of companies 
and persons. 


Source: The Times, London, England, November 27, 
1959. 


Overseas Sterling Holdings 

Overseas sterling holdings rose during the third quar- 
ter of 1959 by £68 million, to £4,139 million, the 
highest figure since the end of the second quarter of 
1957. In the quarter, sterling holdings of the sterling 
area other than the United Kingdom rose from £2,645 
million to £2,674 million; there was a decline of £6 
million in holdings of U.K. Colonies and an increase of 
£35 million in those of other sterling area countries. In 
recent years, holdings of the other sterling area coun- 
tries have declined in the September quarter; the 
increase this year probably reflects the improved posi- 
tion of some primary producing countries. Holdings of 
non-sterling countries rose during the quarter by £43 
million, to £760 million; this was due largely to a rise 
of £32 million in Western Europe’s sterling holdings, 
which at the end of September amounted to £335 mil- 
lion. North American holdings rose by £2 million, to 
£54 million on September 30. 


Source: The Financial Times, London, England, No- 
vember 28, 1959. 


French Stock Exchange Margin Requirements 

With a view to checking the boom that had been 
developing on the Paris Bourse for several weeks and 
had raised the index of stock prices from 141 (1958= 
100) in early October to 157 in the third week of 
November, the French authorities on November 24 
raised the margin requirements from 5 per cent to 10 
per cent. 
Source: The Times, London, England, November 25, 

1959. 


Economic Expansion in France 


On November 14, the French Government created a 
Committee for Economic Expansion, which is to inves- 
tigate unjustified obstacles to economic expansion in 
France and to propose reforms which may be found 
necessary in order to remove them. The Committee, 
which is headed by the Premier, includes civil servants 
and representatives from private industry, trade, agri- 
culture, and trade unions. Its two vice-chairmen are 
M. Louis Armand, Chairman of the Coal Mines Board 
of Lorraine, and M. Jacques Rueff, who headed the 
committee that studied, in the fall of 1958, the financial 
situation in France and made a number of recommenda- 
tions, many of which were accepted by the Government. 
The new Committee, with which all public services are 
to cooperate when requested, will submit a first report 
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to the Government no later than March 15, 1960 and 

will end its work by July 15, 1960. 

Sources: Le Monde, Paris, France, November 14, 
15-16, and 18, 1959. 


Industrial Production in Sweden 

The seasonally adjusted index of industrial produc- 
tion in Sweden rose from 246 (1935100) in August 
of this year to 251 in September. The unadjusted 
index for September was 261, compared with 247 in 
September 1958, output in the capital goods industries 
increasing by 3 per cent and that in the consumer goods 
industries by 4 per cent. Most industries showed in- 
creases from September 1958 to September 1959; of 
special interest are the increases in iron ore mining 
(over 15 per cent) and in the leather and shoe indus- 
tries (4 per cent). The only exceptions to the general 
upward movement were the wood industry, where pro- 
duction decreased by 7 per cent, and the machinery 
industry, where production remained somewhat below 
that of last year as the number of workless Saturdays 
in the industry was increased. 

Total industrial production in the first three quarters 
of 1959 was 2 per cent greater than in the correspond- 
ing period of 1958. Output in both the capital and 
consumer goods industries rose by 1 per cent. The 
increase occurred mainly in the third quarter. 

Source: Svenska Dagbladet, Stockholm, Sweden, No- 
vember 19, 1959. 


Economic Situation in Finland 

The decline in economic activity in Finland, which 
had started in 1957, came to a halt by the middle of 
1958. The second half of that year was marked by the 
beginning of recovery; and by the third quarter of 1959, 
real domestic product was about 4 per cent higher than 
in the corresponding quarter of 1958 and exceeded the 
previous record attained at the end of 1956. It is 
expected that at least the same rate of expansion will 
be maintained in the final quarter of 1959 and in the 
first quarter of 1960. 

A characteristic feature of the recovery has been the 
rise in private consumption which, in turn, has induced 
wholesalers and retailers to build up stocks. In Septem- 
ber 1959, the volume of retail trade was 8 per cent 
higher than a year earlier. Also, private fixed invest 
ment has risen, especially since the second quarter of 
1959; in particular, industrial and commercial building 
has increased, but the large increase in imports of 
investment goods also indicates growing investment in 
equipment. In the coming months, private fixed invest- 
ment and exports are seen as the predominant expan- 
sionary factors, although the rise in private consumption 
and the accumulation of stocks are expected to continue. 

The volume of exports in January-September 1959 
was 14 per cent higher than a year earlier. The largest 


increases were in exports of sawn wood, which were 37 
per cent more than in January-September 1958, and in 
the products of the metals and engineering industries, 
which were 25 per cent greater than in the first three 
quarters of 1958. The value of exports totaled 
Fmk 192.1 billion in January-September 1959, an 
increase of 7 per cent over the same period last year 
rather less than the growth in volume. Imports c.i.f. 
rose by 16 per cent in volume and by 10 per cent in 
value, to Fmk 185.1 billion, and therefore the trade 
surplus declined. Nevertheless, since the Finnish bal- 
ance of payments traditionally shows a surplus on serv- 
ices account, a current account surplus of some Fmk 10 
billion (US$31 million) is estimated for 1959 (Fmk 25 
billion for 1958). Gold and net foreign exchange 
reserves increased in January-September by Fmk 11.5 
billion, and a further increase of Fmk 1.6 billion in 
October raised reserves to Fmk 68.4 billion ($213.8 
million). 

The upswing in exports of sawn wood and the 
related, although slight, decline in the industry’s timber 
stocks brought about a rise in commercial fellings; in 
the first three months of the current felling season 
(June-August), they were 24 per cent above the ab- 
normally low level in June-August 1958. This increase 
in forestry activity, together with the especially high 
level of housebuilding, has contributed toward easing 
the employment situation. The total number of officially 
registered unemployed at the end of October was 
31,000, compared with 48,000 a year earlier; of the 
unemployed, 77 per cent were engaged in work organ- 
ized by the state and local governments. 

So far, the economic expansion since the autumn of 
1958 has been a balanced one, the rise in output having 
offset increases in profits and wages. The price level 
continued stable until September, when price adjust- 
ments for agricultural products caused the cost of living 
to increase by about | per cent. 

Sources: Bank of Finland, Monthly Bulletin, Octo- 
ber 1959, and Hufvudstadsbladet, Novem- 
ber 15, 1959, Helsinki, Finland. 


Increase in German Deposit Interest Rates 

On November 19, the Lander Bank Supervisory 
Authorities in the Federal Republic of Germany de- 
cided, in agreement with the Deutsche Bundesbank and 
the Federal Ministries concerned, to raise as follows the 
maximum interest rates on deposits: for sight deposits 
in accounts without charge, from % per cent to 2 per 
cent; for sight deposits in accounts with charge, from 
¥% per cent to 1 per cent; for deposits at notice and 
deposits at fixed date, from 142-3% per cent to 2%-4 
per cent according to the agreed period of notice; for 
savings deposits without an agreed period of notice, 
from 3 per cent to 342 per cent; and for savings deposits 
with an agreed period of notice, from 344-4 per cent 
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to 334-4 per cent according to the agreed period of 
notice. With the exception of savings deposits, the new 
rates may be applied from November 20. In view of 
the customary method for calculating interest on sav- 
ings deposits and the heavy work load of banks and 
Savings institutions at the end of the year, savings 
deposits will be credited with the new rales as of 
January 1, 1960. 

It was pointed out by the Linder Bank Supervisory 
Authorities that technical reasons were entirely respon- 
sible for the postponement of the entering into force 
of the new savings deposit rates. Furthermore, it was 
stated that the established deposit rates are maximum 
rates only and that each credit institution is free to 
grant lower rates to its customers. In practice, however, 
the maximum rates are solidified. It was acknowledged 
that originally an increase of only % per cent was 
planned for deposits at notice and at fixed dates, but 
that the credit institutions themselves had asked for a 
% per cent increase. Since early September, the dis- 
count rate has been raised by 1% per cent (see this 
News Survey, Vol. XIl, pp. 85 and 145), but an 
increase of the same amount for deposit rates has not 
been regarded as necessary since earlier reductions of 
the discount rates had not led to corresponding reduc- 
tions of the deposit interest rates. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, November 25, 1959. 


Middle East 


Economic Conditions in Ethiopia 


The continued decline in world coffee prices and the 
monetary expansion in Ethiopia, particularly as a 
result of budgetary deficits, have caused a further sub- 
stantial decline in Ethiopia’s foreign assets. Between 
June 30 and September 30, foreign assets declined by 
Eth$15 million, to Eth$129 million (US$51.5 million). 
This followed a decline of about Eth$40 million in the 
previous 12 months. Between June 1958, which may 
be taken as the approximate turning point in economic 
conditions in Ethiopia, and September 1959, private 
credit rose from Eth$26 million to Eth$47 million, and 
the Government’s debit balance with the State Bank 
increased from Eth$4 million to Eth$22 million, a 
figure reached despite the fact that in May 1959 Eth$10 
million was transferred from the State Bank’s accumu- 
lated profits to the Government's current account. 

The Ethiopian authorities have taken a number of 
measures to deal with the deteriorating position. Effec- 
tive September 1, 1959, a 100 per cent advance deposit 
requirement for imports considered to be nonessential 
was introduced (see this News Survey, Vol. XII, 
p. 122). Furthermore, it was decreed that, effective 


October 1, 1959, foreign exchange licenses would not 
be provided for seven categories of import commodi- 
ties. In order to reduce the budgetary deficit, the land 
tax has been increased by 30 per cent, a measure that 
is expected to reduce the Government’s cash deficit by 
Eth$7.5 million. The cash deficit had increased from 
Eth$8 million in 1957 to Eth$21 million in 1958. 
Source: State Bank of Ethiopia, Report on Economic 
Conditions and Market Trends, Addis Ababa, 
Ethiopia, November 1959. 


U.S. Aid fo United Arab Republic (Syrian Region) 

An agreement between the United States and the 
United Arab Republic (Syrian Region), negotiated 
under U.S. Public Law 480, provides for financing the 
sale of U.S. grains valued at $9.4 million (including 
ocean freight) for Syrian pounds. The commodities 
include 2.8 million bushels of wheat or wheat flour and 
3.4 million bushels of barley. Half of the local cur- 
rency proceeds of the sale will be used to finance 
economic development projects in Syria, 25 per cent 
will be used to cover the local expenses of the U.S. 
Aid Mission, and the remaining 25 per cent will be 
set aside for loans by the Export-Import Bank of Wash- 
ington to private enterprises in Syria. This is the first 
U.S. aid agreement with Syria. A grain exporting coun- 
try in normal years, Syria has suffered two severe crop 
failures which reduced the production of wheat and 
barley from record levels in 1957 to below consumption 
requirements in 1958 and 1959. 

Under a separate agreement, the Development Loan 
Fund granted its first loan in Syria (see page 182). 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., November 23, 
1959. 


Far East 


Import of Indian Currency by Travelers 

The amount of Indian currency that may be imported 
by passengers arriving in India from abroad is being 
reduced by the Reserve Bank of India, as from Decem- 
ber 10, to Rs 75 per person. The import by travelers 
of Indian currency notes up to this limit will be per- 
mitted provided the traveler declares the notes to the 
customs authorities on arrival. This limit does not apply 
to the special rupee notes issued for circulation in the 
Persian Gulf States, which may still be brought in with- 
out limit. 

The decision reverses the regulation issued on 
June 17 which, while restricting the sending of Indian 
currency notes into India, continued to allow incoming 
passengers to bring in an unlimited amount of such 
notes. Since October 17, 1958, the value of Indian 
currency that persons going out of India have been per- 
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mitted to take with them has been limited to Rs 75 

per person. 

Sources: Reserve Bank of India, Press Communiqué, 
Bombay, India, November 18, 1959; The 


Times, London, England, November 20, 
1959. 


Aid to India 


The U.S. Department of Agriculture announced on 
November 23 a supplemental agreement to finance the 
sale to India of rice valued at $18.5 million (including 
certain Ocean transportation costs). Payment will be 
made in Indian rupees. This agreement supplements 
the one announced on November 13 (see this News 
Survey, Vol. XII, p. 177) covering sales of agricultural 
commodities valued at $238.8 million (including cer- 
tain Ocean transportation costs ).. The Department also 
announced issuance of an authorization to India to 
provide for the purchase, under the agreement, of $16.5 
million worth (about 150,000 metric tons) of milled 
rice in bags, Grade U.S. No. 5 or better. The author- 
ization provides that the rice purchased may not contain 
more than 25 per cent broken kernels. Sales under the 
agreement will be by U.S. private traders. Five per cent 
of the rupees received in payment will be set aside for 
loans by the Export-Import Bank of Washington to U.S. 
and Indian private business firms. 

Under the Export Credit Guarantee Act, the United 
Kingdom will lend to India a further £19 million, which 
must be used to pay for U.K. goods. The loan forms 
part of a joint program of assistance to India agreed 
upon in Washington by Canada, the Federal Republic 
of Germany, Japan, the United Kingdom, and the 
United States last year under the auspices of the Inter- 
national Bank for Reconstruction and Development 
(see this News Survey, Vol. XI, p. 242). It is to be 
‘epaid over 21 years. 

Sources: Department of Agriculture, Press Release, 
Washington, D.C., November 23, 1959; The 
Journal of Con York, N.Y., 
November 


Technical Aid Agreement Between Taiwan and Viel-Nam 

Under a technical cooperation agreement concluded 
in Taipei between the Chinese Technical Services Asso- 
ciation and the Viet-Nam Textile Mill, 38 textile engi- 
neers will be sent to Saigon to give technical assistance 
in setting up a textile mill. The advisory group will 
remain in Viet-Nam for 18 months. 

Taiwan started sending technicians to Viet-Nam early 
this year. A group of 10 sugar refinery experts went 
to Saigon last March, and 27 Chinese textile experts 
went in October. 

Source: Chinese News Service, Press Release, New 
York, N.Y., November 10, 1959. 
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Interest Rates in Korea 


As of November 6, the rate for Bank of Korea loans 
on bills was increased from 7.3 per cent per annum to 
10.22 per cent, and the rate for Bank of Korea dis- 
counts on bills was raised from 6.57 per cent to 7.3 
per cent. The Monetary Board decided on these in- 
creases as a means of stimulating commercial banks 
into making greater efforts to operate on their own 
account. 

The Board decided on November 6 to relax the tem- 
porary credit control measure, imposed on bank loans 
on August 21, under which all loans in excess of 10 
million hwan per borrower had to be approved by the 
Bank of Korea. Commercial banks will now be required 
to obtain approval by the Bank of Korea only when 
they make a loan of more than 30 million hwan per 
borrower. 

Source: The Korean Republic, Seoul, Korea, Novem- 
ber 6, 1959. 


Bank of Japan Discount Rate 

Effective December 2, the Bank of Japan raised its 
basic discount rate from 6.935 per cent to 7.3 per cent. 
It was stated that this step was taken as a precaution 
against a possible revival of inflationary pressures. The 
Finance Minister is reported to have expressed the hope 
that the commercial banks would cooperate by raising 
interest rates and restricting credit. 
Source: The Journal of Commerce, New York, N.Y.., 

December 2, 1959. 


Indonesian Budget 


On November 11, the Indonesian Government pre- 
sented to the Parliament a budget for 1960, which 
anticipates an accounting deficit of Rp 2 billion; rev- 
enue is estimated at Rp 44 billion and expenditure at 
Rp 46 billion. The budget for 1959 estimated a deficit 
of Rp 7.9 billion; the actual deficit for 1958 was 
Rp 10.9 billion, and that for 1957 was Rp 5.8 billion. 
The improvement indicated for 1960, compared with 
the estimate for 1959, is based on the expectation of a 
109 per cent increase in revenue, while expenditure is 
expected to rise by 60 per cent. 
Source: Indonesian Observer, 

November 13, 1959. 


Djakarta, Indonesia, 


United States and Canada 


U.S. Bank Reserve Requirements 

The Federal Reserve Board has announced that mem- 
ber banks may now count vault cash as part of their 
required reserves. This change is authorized by a law 
passed by the Congress earlier this year which gives 
the Federal Reserve Board authority to make all vault 
cash a part of required reserves (see this News Survey, 
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Vol. XII, p. 46); previously, vault cash could not be 
counted as part of required reserves. As of December 1, 
banks classified as country banks (with reserve require- 
ments ranging from 7 to 14 per cent of deposits) may 
count vault cash in excess of 4 per cent of their demand 
deposits as part of their required reserves; and as of 
December 3, city banks will be allowed to count as 
part of their required reserves vault cash that exceeds 
2 per cent of demand deposits. 

It has been officially stated that the move does not 
represent a change in the Federal Reserve policy of 
credit restraint. It has been taken because of the need 
to make additional reserves available to the banking 
system at the end of each year, to meet temporary 
requirements during the holiday season. The change is 
likely to involve about half of the 6,250 member banks 
and some $230 million in vault cash, ic., some 10 
per cent of the total vault cash held by member banks. 
Source: The Wall Street Journal, New York, N.Y., 

December 1, 1959. 


Canadian Dollar Exchange Rate 


The value of the Canadian dollar, after having 
remained at about US$1.056 in late October and early 
November, declined to US$1.046 on November 19; it 
was US$1.0494 on December 2. Higher interest rates 
in the United States, which make Canadian borrowing 
in the U.S. market less attractive, may be among the 
reasons for the decline ir value of the Canadian dollar. 
In addition, U.S. investment in Canada seems to have 
lessened somewhat, as investment opportunities in other 
countries, especially in Europe, have become more 
favorable. The narrowing of the differential between 
money rates in Canada and in the United States reduced 
profit opportunities through short-term capital transfers 
into Canada. The yield of Canadian Treasury bills was 
4.91 per cent on November 19, compared with a peak 
of 6.16 per cent on August 13, while the treasury bill 
rate in the United States increased slowly to 4.28 per 
cent on November 23. The cost of hedging and other 
technical matters also may have affected the exchange 
rate of the Canadian dollar. 


Sources: The Globe and Mail, Toronto, Canada, 
November 25, 1959; The Journal of Com- 


merce, New York, N.Y., November 30 and 
December 3, 1959. 


Foreign Investments in Canada 

Long-term investment in Canada by nonresidents 
reached $19.1 billion at the end of 1958, $1.6 billion 
more than a year earlier. About one third of the invest- 
ments have been made since 1954, after comparatively 
moderate increases during the preceding 20 years. Of 
the total amount, direct investments were $11 billion, 
a rise of $900 million from the end of 1957, with the 
United States providing 80 per cent of the addition 


during 1958. The increase in foreign indebtedness 
through sales of government and municipal bonds, more 
than three fourths of which were to residents in the 
United States, was $400 million in 1958, bringing the 
total amount outstanding to nonresidents up to $2.7 
billion. Sales of provincial and municipal bonds abroad 
were responsible for most of the increase in this cate- 
gory, while almost all of the substantial rise in the 
Government of Canada debt was absorbed in the 
domestic market. Additions to foreign indebtedness 
through sales of corporate bonds and other investments 
were $300 million in 1958, almost all of which was 
raised in the United States. The total outstanding at 
the end of the year was $5.4 billion. Of the $19.1 bil- 
lion of long-term investment made in Canada by for- 
eigners through the end of 1958, more than 76 per cent 
was owned by residents of the United States and 16 
per cent by residents of the United Kingdom. Including 
other Canadian liabilities and assets abroad, which 
changed little in 1958, Canadian net international 
indebtedness was $13 billion at the end of 1958. 
Details concerning nonresident ownership are avail- 
able only through 1957. By the end of that year, 
nonresident ownership in Canadian manufacturing 
industries had increased to half of the book value of 
total investment in these industries, from 48 per cent 
a year earlier. Of the total investment in manufacturing, 
39 per cent was owned by residents in the United States, 
9 per cent by residents in the United Kingdom, and 
2 per cent by residents in other foreign countries. In 
the petroleum and natural gas industries, foreign owner- 
ship was 64 per cent of the total at the end of 1957, 
slightly less than in 1956, 58 per cent being owned by 
U.S. residents. The percentage of foreign ownership 
in mining industries was 55, with U.S. residents holding 
46 per cent of total investment. When railways, other 
utilities, merchandising, and construction, which are 
predominantly Canadian owned and controlled, are 
taken into account, nonresident investment in indus- 
tries rose during 1957 from 34 per cent to 35 per cent. 
The book value of direct investment by residents of 
countries other than the United States and the United 
Kingdom increased from 1955 by 50 per cent, to almost 
$500 million at the end of 1957. This rate of growth 
was considerably higher than for investment by resi- 
dents of either the United States or the United King- 
dom. Investment in Canada by residents of the Federal 
Republic of Germany quadrupled in the two-year 
period, reaching $55 million at the end of 1957. There 
were large increases in investments by residents of 
Belgium (to $140 million), France (to $90 million), 
and Switzerland (to $85 million). Most of the Belgian 
investment was in the petroleum industry. French and 
Swiss investments were largely in the financial category, 
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which includes real estate. German investments, on the 
other hand, were primarily in manufacturing. 


Source: Dominion Bureau of Statistics, The Canadian 
Balance of International Payments, 1958, and 
International Investment Ottawa, 
Canada, November 1959. 


Position, 


Latin America 
U.S. Credits to Colombia 


The Export-Import Bank of Washington has granted 
to the Bank of the Republic in Colombia a credit of 
$25 million for the purchase of capital equipment in 
the United States. The loan is payable in eight equal 
semiannual installments commencing in January 1964. 

The General Manager of the Bank has announced 
that a group of U.S. commercial banks have granted 
Colombia a five-year credit of $25.8 million with an 
interest rate of 534 per cent. It is reported that draw- 
ings on this credit will be made before the end of 1959. 
Sources: El Tiempo, Bogota, Colombia, November 19, 

1959; The Export-Import Bank of Washing- 
ton, Press Release, Washington, D.C., No- 
vember 24, 1959. 


Chile's Electric Power Expansion Plan 
To encourage the expansion of electric power plants, 
a decree law has been issued in Chile. Its main pro- 
vision is that rates set for power consumption shall, in 
the future, be relative to invested capital, so that a net 
yearly profit of 10 per cent shall accrue on fixed assets. 
Soon after the text of this law became known, the 
government-owned Empresa Nacional de Electricidad, 
S.A. (ENDESA) and the private enterprise, Chilean 
Power Co., announced that they would immediately 
implement their expansion plans. The goal of ENDESA 
is to increase its capacity by about 350,000 kilowatts, 
to more than 1,500,000 kilowatts, by 1972. The cost 
is estimated at $450 million, of which $160 million 
would be for expenditures in foreign exchange and the 
remainder in local currency expenditures, primarily for 
wire and labor. The Chilean Power Co. will immedi- 
ately start construction of two large thermal plants, 
which will cost $100 million. These power plants will 
cover the present deficit of electric power in the central 
zone of Chile. 
Source: Sociedad General de Comercio, /nformative 
Bulletin, “SOGECO,” Santiago, Chile, Sep 
tember 15, 1959. 


Fund Executive Director 

Mr. J. M. Garland, previously Head of the Research 
Department, Commonwealth Bank of Australia, has 
been elected Executive Director of the Fund for Aus- 
tralia, the Union of South Africa, and Viet-Nam. He 
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succeeds Mr. B. B. Callaghan, who resigned as of 
November 10, to become General Manager of the 
Commonwealth Development Bank in Australia. From 
March 1949 to March 1951, Mr. Garland served as 
Alternate Exccutive Director of the Fund for Australia 
and the Union of South Africa. 


Fund Gold Holdings 


The record of Quotas and Fund Holdings of Cur- 
rencies and Gold published in /nternational Financial 
Statistics, December 1959, shows that the amount held 
by the Fund in U.S. Treasury bills and funds awaiting 
investment obtained from proceeds of sales of gold 
increased during September and October by $300 mil- 
lion, to $500 million. This increase was the result of 
sales of gold by the Fund to the U.S. Treasury with 
the understanding that upon termination of the invest- 
ment the same amount of gold may be reacquired. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, December 1959, show that 
in October purchases of $3.0 million by Argentina and 
$1.2 million by Honduras were made under stand-by 
arrangements. Iran purchased $5 million and repur- 
chased the equivalent of $2.2 million. In addition to 
the stand-by arrangements agreed with Fl Salvador and 
Colombia (see this News Survey, Vol. XII, pp. 124 and 
141), a one-year $4 million stand-by arrangement was 
agreed with Haiti. 


Corrigendum 

Vol. XII, No. 16, October 16, 1959, page 132, item 
“Banking Act of Federation of Rhodesia and Nyasa- 
land”: The Banking Act was erroneously reported as 
having “come into effect.” The Act will come into 
force on a date to be fixed by the Governor-General 
by Notice in the Federal Gazette. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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19th and H Streets, N.W. Washington 25, D. C. 








